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Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

Re: EXPARTE
CC docket No. 80-286 ;."
CC docket No. 96-45,
CC docket No. 96-262;
CCB/CPD CC Docket No. 97-30 - Request by ALTS for
Clarification of the Commission's Rules Regarding Reciprocal
Compensation for Information Service Provider Traffic

Dear Ms. Salas:

Bank of America submits the attached letter in the above-referenced proceedings. The
letter was submitted recently in a proceeding before the California Public Utilities
Commission that addressed the payment of reciprocal compensation for services
provided to Internet Service Providers ("ISPs").

The views expressed in that letter about the financing challenges faced by Competitive
Local Exchange Carriers ("CLECs") are equally relevant to the Federal
Communications Commission's ("FCC") current deliberations regarding the
jurisdictional nature of switched, dial up calls to ISPs. The FCC's decision could have a
substantial impact on CLECs' ability to access capital markets, and we ask the
Commission to ensure that the emerging CLEC industry has the opportunity to provide
the vigorous competition in the local exchange markets envisioned by the
Telecommunications Act of 1996.
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Eight copies of this letter, two for each of the above-cited proceedings, have been
submitted to the Secretary of the Commission for inclusion in the public record, as
required by Section 1.1206(b)(2) of the Commission's rules.

~:jv~
CJregoryI.Meador
Managing Director

Enclosure

cc: Chainnan William E. Kennard
Commissioner Susan Ness
Commissioner CJloria Tristani
Commissioner Harold W. Furchtgott-Roth
Commissioner Michael K. Powell
Larry Strickling
James Schlichting
Phyllis Riggins



October 7, 199R

ViQ FQf:~im(J, and Federal £Xprl!~.r
(415)703-1758
CammiSllioner P. Gregory Conlon
Califomili Public Utilitic~ Commil\~ion

50S Van Neli!; Avenue
San Francisco, California 94102

I wrilt 10 you on behalfor tilt Bank of America (tho "Bank'l) regtrdlng Item 12 on tile
Con:uni:llion's October 8, J998 Aganda. All on important capito.l Source to Competitive Local Exchange
Cnniers, ("eLC."). the Bank hu an inlerlSlIC in the Commt"s;on's prompl resolulion ofrhe pending di::lputt
rebrardin~ lhe payment of reciprocal compenllation for lIerviCeli provided to lnlemer Service Providers ([SPIl)
by CLCJI. Accordingly, the Bank UTBclIlhe Commilillion 10 Ildaplltcm 12 IlS currenlly dmrtcd lUld
dilltnbuled pursUlI.Jll to Cal. Pub. Uti!. Code §311.S (tho "E!lcutie. Drafl") lit il9 October 8 agenda meeting.

w~ urge prompt resolution for l11e foll[)wing reuo!1:l:

• CLCS need Hubltan~al c~f.lita' to invellt in switches, fiber optic cable and facilide!l before they are
able 10 provide sCTVice 10 the public. Beca~lie the ci1llh tlow from those operatiOn! will not be produced
immediately, eLCll havc difficulty obtaining finllJ'1cing on the ~ame terms ~~ thl: it1cumbcnr local canie~
(ILECs).

• Willi Street views the Ctc tiegmetu of the tclecommun.lcatiot\S mnrketpillce:ls highly volotile. Ar
one end oflhe specU\lm, ClC:! invile oplimism because of the pOlentinl for new customers Md complUly
consolidDlions. On the other hnnd, lho CLCsIQc\c orct'l~b flow and the lLEC eITor1.S to impede markel entTy
by new l::omp~tftors enBenders peuimlsm. In /998, app/'oxlmare{v $7.J88 in copilui (hig/lyiel') ballth') hll~'

bee" "Qised/or CLQ bl" 'his ",,,,ket iJ' cll,.,ellt~'/ Ifn'll'ililobie dlle,o recent disruPliolls in lire bond markel.

• Aa " rc~uh ot' the unavllilabiliLy of funds in the: bond maricelll. CLCli must iElc~lL~ingly rely on bank
financing. The Federal RellcTVe an4 the Office af ComJHroIler of the Currency which regulatc lenders such
as me Ban~ limit the sources of funds 11 btl"k may rely upon for repnyment ofn lonn. Typicnlly, the Bnn.Ic's
primary source of funds for loan repllymenl is fUture Qvnilnbl~ cash flow. A second;uy SOUrl;e is lhe value
ohhe coJ\aler;lI-Accounts Receivable al1d fixed lu!ets. Given the StArt-Up nDnJl'C ofCLCli :lJ1d Ihe Io.ck of
currenl cash flow, the Bank mU911'tly more heavily on the secondary source when npproving loans to CLClt.

• The uncertainly surrounding reciprocal ccmpetlsation c",Wled by the tLEes refi1Jialto pay these
mDnies IQ CLC:I and the lIubJect of Agl:t't~a Item 12 maken valuing a etC's Accounts Receivahle, Qnd
therefore evaJualinlJ \1lI abililY 10 qualify far:1 loan, both difficull i!ln~ cnnfu~ing. Until Ihe Commill'iinn
reacheA Il deci~ion on lhill m~tter, lLEC:t that lU'C withholr!ing payment may arbilrlUily change their estimates
of thc perccnt;lge Q f total tr;lftic Ih:u lennin:1te,. to :Ul1SP, potenlially incre:llling the ounounl arreciprocal
compellsation Lhat they will relil~e 10 pay to the CLC pending Tl:liolulion ofthili matter. Moreover. until the
Commiuion rulc$. it ill unclear if~dwhen the ILECs will pay lhelle n:venue~ La the CtC. Finally, becaul'e
Ihe disputed rcciprocal COmpCl160ltion payments are becoming an IncreDdinlJly largcr percentage of i\ CLC'l;
to~1 recei~b'cll, the a~c iK findinll it incre:u;;ngly diffituh tg fund IOOl.l1K ba~ed on UI OlCCUf:lIC estimate of
a CLC's Accoun~ R~l!jvilble.

• Finlllly, Bank lonns of the :liz" rypically rcqlli",d by n CLC, in the T':Il'Igc of S100- $250 Million, are
syndicntcd ro severnl banks. A ~yndicQdng bonk reqllire.1 cle:1r eommlmicalion on Ihis i9sue and few nrc
fnmllio.r with Ihe relJulllLoTy i~!Illt:ll pending before the Cammiuion. llll:reforc:, U,e pOlt:ntinl for:l :lul:cclldul



~yndicluion and the liJ.::elihood (hlll;:l ClC will oblDin neCCM.ry cnpilli! ill redllcel1 by lhe curren!
unccl'lAinty.

AS shown obove, ~ntn the Commi1l5;on rules on t~is maner, etc:! 8CCC:JS to the capital mafJccL~ and
therefore their ~biUIY to compete vlgorou.~ly il1 r.he Collromin lelecommunicalions merkerplnce is :;evere!)'
cO"!IIT!1ined. We urge the Comm;u;on 10 recognize the S'lbHIl\nlial impact it:i dtci~iun will have on CLC.!I
acccu 10 the capital matk~l:I Md, in order 10 prevent ~ny fun,her hAnn c~led by tilt prl!!\enl uncenp.inlY,
adopt Ihe Escutia Drllft at its October 8 meeLing. Plea.'le 40 nOI htllilllJe lo;p.ll me irthe Bank can provide
you with MY addit;onal information. rCilll be rcachl!d :lll/-"S'~'

( Si~.

~E !'Y.0"
Managing Director

cc: President RlchuQ A. BitliS
Commissioner Jc,uie 1. KnlghL
Commissioner Henry M, DLlqUt
Commi.s~icmer Josillh L. Neeper


